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Burundi: Key Economic Indicators 
(Millions of US dollars) 
(Rate 90 FBu = $1.00) 


Projected 
‘ Percent Projected Percent 
INCOME 1979 Increase 1980 Increase 


Gross Domestic Prod. 
(Current Prices) 792.8 29.2% 939.5 18.5% 
GDP at Factor Costs 
(1970 Prices) 280.0 2.2% 292.6 4.5% 
-Primary Sector 174.6 2.5% 149.3 -25.02% 
-Secondary Sector ‘ 39.3 3.7% N/A N/A 
-Tertiary Sector 66.1 4.9% N/A N/A 


FOREIGN TRADE 
Exports (FOB Kigoma) 
Of which Coffee 


US market share 


Imports (CIF Bujumbura) 
US market share 


GOVERNMENT FINANCE 
Regular Budget 
Revenues 
Expenditures 
Capital Inv. Budget 
Foreign Debt 
Outstanding as of 12/31 
Debt Serv Ratio 


Foreign Reserves 
(Net as of 12/31) 


MONEY SUPPLY & CREDIT 
Currency in Circulation 
Demand Deposits 

Money Supply (M)) 

Total Credit 

INFLATION 


GDP Deflator 9.1% 25.% 
Bujumbura COL Index 15.0%: 17.02% 





Burundi Economy in 1979 


About the size of Maryland, Burundi is a small, landlocked country 
lying in the central highlands of Africa between Zaire and Tanzania. 
It is among the poorest countries in the world, being largely dependent 
on subsistence crops and exports of coffee, which provide around 90% 
of Burundi's foreign exchange. The population of the country is esti- 
mated to be between 4.1 - 4.5 million people, of which perhaps 120,000 
are salaried workers, either full or part-time. Per capita GDP is 
estimated to be between $140 and $180 per annum, with most calculations 
tending toward the lower range of the scale. 

Burundi's landlocked position in Africa has a major impact on the 
supply of goods imported to Burundi, and the Tanzanian/Ugandan conflict 
of late 1978/early 1979 severely reduced the flow of imports, to the 


extent that in order to keep the country going, an emergency air bridge 


from Dar es Salaam to Bujumbura was financed by some of Burundi's foreign 


aid donors during May-July 1979. Much of Burundi's domestic investment 
and development is financed by outside aid, but as the country has 
historically followed conservative fiscal and monetary policies, it is 
certainly among the third world's best-managed economies. 

Gross Domestic Product in 1979 grew by 3.2%, dropping from an 
average annual growth rate of 5.5% for the three previous years. This 
was actually an unexpectedly high rate of growth for the year, as it 
appeared during the early part of 1979 that real GDP might actually drop 


because of the supply problems Burundi was experiencing. The primary 
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sector of the economy provided 62% of GDP, the secondary sector 14%, and 
the tertiary sector 24%. Inflation rose to an unprecedented rate of 25.9% 
in 1979 due to increased transportation and insurance costs associated 
with the Tanzanian/Ugandan conflict, the rise in oil prices, and increased 
demand for imported goods which were in short supply. Under the circum- 
stances, development funds flowing into the country may also have con- 
tributed to the inflation. 

Internationally, Burundi experienced a trade deficit for the second 
year in a row, with the gap growing from $28.6 million in 1978 to $46.7 
million in 1979. On a settlements basis, however, the goods and services 
deficit was slightly less -- $42.5 million. Foreign exchange receipts 
for coffee rose 52.5%, due both to a 20.4% increase in export volume 
and a 33% increase in the average price Burundi received for its coffee 


during the calendar year. In contrast, the balance of payments deficit 


declined from $18.6 million in 1978 to $10.0 million for 1979, due in 


part to increased coffee receipts, but more directly to increased aid and 
long-term capital flows. Although Burundi's foreign indebtedness rose by 
over %8% from $59.5 million to $100.6 million, its debt service ratio 
dropped t .37% from 4.8% in 1978, a historical high. Net foreign ex- 
change reserves also dropped, from $69.3 million to $65.8 million at the 
end of the year. This level provided coverage for five months of imports, 
down from almost seven month's worth at the end of 1978. The payment 
deficit was covered by government borrowings at "non-commercial" (e.g. 


concessionary) rates for the most part. 





Nineteen-seventy-nine was the third full year completed under the 
government that came into power in late 1976, and with this experience 
under its belt, the government is considering adjustments in economic 
policies to stimulate growth, such as a more active encouragement of 
private investment (under a new Investment Code passed in mid-1979) 
and private commercial enterprise. The government has seriously set 
about the task of developing Burundi, and progress is being made in 
spite of its problems of overpopulation and lack of natural resources. 
Nevertheless, a bad coffee crop or further disturbances in the East 
Africa region affecting transportation can still cause unexpected jolts 
to the economy, which will continue to remain particularly vulnerable 
to these problems. 

GROSS DOMESTIC PRODUCT AND SECTOR GROWTH DURING 1979 

After an average real growth rate in GDP of 5.5% during 1976-1978, 
GDP grew at a rate of only 3.2% during 1979; a rate considerably better, 
however, than that predicted during the first half of the year when real 
GDP may have actually declined. Because of supply problems caused by the 
Ugandan/Tanzanian conflict of late 1978/1979, the only rail link with 
Dar es Salaam was reduced to one-third of its normal capacity and 
the major trucking route through Uganda and Rwanda was shut down. An 


emergency air bridge from Dar es Salaam (where port delays are consider- 


able to begin with) to Bujumbura was financed by some of Burundi's aid 


donors in May-July 1979, in order to get badly needed imports to Burundi. 
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The lack of necessary imports such as fuel and construction materials 
set back the implementation of government investment and development 
programs. Construction activity at many of the larger infrastructure 
projects was effectively brought to a halt during the first months of 
1979 until supplies began arriving. The tremendous increase in trans- 
portation and insurance costs, the pressure put on prices because 
of shortages and speculation, and the general increase in the world 
prices of imported goods and oil all contributed to inflation, which 
reached a rate of 25.9% in 1979 compared to a rate of 8-9% for 1978. 

In 1979 the primary sector (agriculture and fishing) accounted for 
62% of Burundi's GDP, the secondary sector (industry, construction) for 
14%, and the tertiary sector (services) 24%. Growth of GDP was due 
largely to the performance of the tertiary sector, which is estimated 
to have grown by 4.9%, since the growth capacity of the primary sector 
is limited and grew by only 2.5%, and the industrial sector grew very 
little, if at all. 
PRIMARY SECTOR 

The harvest of coffee, Burundi's most important crop and major 
foreign exchange earner, increased by 18.5% over 1978's crop, being the 
second largest harvest after that of 1974. The production of saleable 


coffee for the crop year 1978-1979 reached 27,728 tons, a 21% increase 


over 1977-1978's production of 22,920 tons. Exports increased by 20.4% 


from 23,070 to 27,779 tons for the calendar year 1979. This increase, 





added to a 33% increase in the average export price of coffee during 
the year and delayed receipts of coffee payments from 1978 shipments 
led to a 52.2% increase in coffee receipts over 1978, bringing in 
$76.5 million compared to $50.3 million for the year before. Pros- 
pects for calendar year 1980, however, are much different, since the 
estimated production of coffee is only 18,500 tons. 

Tea production increased by 11% in 1979, totalling just over 1,600 
tons compared to 1,454 tons the year before. In spite of a large drop 
in production of the Teza tea plantation due to poor weather conditions, 
overall production grew because of an increase in acreage under culti- 
vation. In spite of the drop in world tea prices during the year, 
foreign exchange earnings from tea increased by 6.2% to $2.2 million. 

Production of cotton for the year, however, was down due to re- 
duced acreage and the fact that cotton was held back from export in 
anticipation of the opening (in mid-1980) of a new textile factory 
built by the Chinese. Thus cotton exports dropped from 2,221 tons in 
1978 to 1,539 tons for 1979. The average selling price for cotton did 
not change significantly, being 66.7 cts/lb in 1978 and 66.9 cts/lb in 
1979. It is expected that no cotton will be exported after 1980, as the 


government intends to reserve all domestic production for the new textile 


factory. Domestic demand for textiles, however, is lower than the output 


of the factory, and it is difficult to say at this point whether the 
government will continue to produce textiles with the intent of exporting 
the excess stock, or whether production will be cut back until demand 


picks up. 





In contrast to the exceptional coffee crop for the year, the pro- 
duction of food crops in Burundi fell by an estimated 7.7% in 1979 to 
just under 7.9 million tons. An unfavorable weather pattern and 
attacks on crops by bacteria and parasites were responsible. Imports 
of commodities as well as gifts of food from international organiza- 
tions helped prevent any serious food shortages. Production of fish 
also declined by more than 24%, from 14,860 tons in 1978 to 11,249 
tons in 1979. This significant decline resulted from the repatriation 
of Zairois fishermen, who had come over to the Burundi side of Lake 
Tanganyika in 1976 when fishing on the Zaire side was prohibited by 
their government. 

SECONDARY SECTOR 

Industry, construction and mining were affected considerably by 
the shortage of imports during the first half of 1979. Processing 
industries managed to show an annual increase in production, all of 
which took place during the last few months of the year. Construction 
activity evidenced a decline of 6% because of lack of cement and other 
construction materials. Most striking of all was the almost complete 
halt in mining activities; by the end of 1979 only one casseiterite/ 


colombotantalite mine in Burundi was still being worked (in Ngozi 


Province), and even its output was considerably less. The government 


ordered the shutdowns because of "lack of profitability," and studies 


are currently being conducted to determine whether mining can be resumed 





on a less costly basis. The Ministry of Plan estimates that this 
sector may have grown by 3.7% in real terms during 1979, which is 
considerably below its average 16.9% growth during the preceding 
three years. 
TERTIARY SECTOR 

Although difficult to measure, this sector grew in at least two 
respects -- volume of business and employment. The two primary service 
industries in Burundi -- tourism and insurance -- grew, but it was 
insurance in particular that provided the major increase in this 
sector, with premiums earned rising by almost 83%. Employment in the 
tertiary sector showed a growth of 23.4% in 1979, but tourism by only 


4.82. 


GOVERNMENT BUDGET AND TREASURY OPERATIONS 


Burundi's double budget system separates out needs for current 
operating funds -- called the ordinary budget -- from the Government's 
investment budget -- called the extraordinary budget. As originally 
projected, the total expenditures for these two budgets together were 
to increase only 3.6% above the 1978 budget in nominal terms. (This 
figure disguised an increase in the ordinary budget of 32% and a de- 
crease in the investment -- extraordinary -- budget of 35% compared to 
the 1978 budget. ) Actual government expenditures in 1979 for both 
budgets, however, were 36.4% above those of 1978, because 1978 invest- 


ment expenditures ran considerably below budget ($36.2 million rather 





than the projected $56.3 million). In recognition of both the serious 
supply problems experienced in 1978/1979 and of the difficulties in 
finding adequate financing, the Government reduced the investment 
budget for 1979 to 31.4% of the total of both budgets, compared with 
the optimistic 42.7% share originally planned for the 1978 extraordinary 
budget. 

Both budgets ended in deficit for the year, nearly doubling the 
Government deficit to $30.5 million in 1979 compared to $15.4 million 
at the end of 1978. This deficit was financed by special and extra- 
ordinary advances from the Bank of the Republic. 

‘Nevertheless, borrowing needs were only slightly above projections, 
with the result that only 20.2% of total budget expenditures were 
financed by borrowings in 1979 in contrast to 30.0% of total expendi- 


tures which had to be financed by special advances in 1978. 


Ordinary budget: Receipts increased by almost 30% in 1979, due 


largely to the increased revenues from indirect taxes on imports, 

sales and coffee exports. Current operating expenses and subsidies 
increased only 22.2%, but bond redemptions and payments of budget 
expenses carried over from 1978 more than tripled in 1979 and jumped 
from 13.2% of ordinary budget expenditures to 28.5%, causing government 


expenditures for this budget to increase overall by 48.8%. Since these 





bonds had been issued to finance the Government's previous investment 
budgets, these repayments in fact represent indirect financing of 
development through the ordinary budget. 

Extraordinary budget: Anticipated receipts were to come from a 
new tax on beer instituted in December of 1978 as well as export taxes 
on coffee (which are shared with the ordinary budget). However, delays 
in coffee receipts resulted in only 81% ($17.2 million) of anticipated 
revenues, increasing the projected deficit in this budget. Expenditures, 
in contrast to 1978, exceeded the budget by 10%, amounting to $40.4 
million. Within this budget, only three categories received signifi- 
cant increases in expenditures: social and administrative infrastruc- 
tures, roads, and the military. Amounts allocated to agriculture, 
housing, communications, and subsidies of enterprises all declined in 
nominal terms as well as real terms. Considering the high rate of 
inflation, it is clear that very real cutbacks were made in investment 
in the latter sectors during 1979. 

Overall, more than 57% of 1979's extraordinary budget was financed 
by borrowings or aid as opposed to 46.5% of this budget in 1978 and 
32.5% of the budget in 1977. 


FOREIGN TRADE 


Trade patterns for Burundi did not change significantly during 1979, 


with the U.S. and Europe accounting for 74.6% of Burundi's total trade. 





Trade with both African and Asian countries increased marginally, but 


the figure for trade with Asia (15.4% of the total) hides a complete 


shift in Burundi's exports away from the People's Republic of China 
to Japan and Hong Kong. In 1978 the value of imports exceeded the 
value of exports by $28.6 million, but in 1979 the deficit soared to 
$46.7 million. 
Imports 

Import volume rose 18.2%, but the costs of imports rose 55.2% 
because of increased transportation costs (due to the increases in the 
costs of fuel, increased demurrage charges as goods lay blocked in 
Dar es Salaam during the first part of the year, and increased insur- 
ance costs), an increase of over 75% in the price of imported oil, 
and general inflation in supplier countries. 
Exports 

Primary products such as tea, coffee, cotton and minerals accounted 
for over 99% of exports from Burundi during 1979. The value of coffee 
exports increased 63.5% for the year (from $59.6 million in 1978 to an 
estimated $97.3 million in 1979), resulting from a 20.4% increase in coffee 
export volume and a 33% increase in the average export price over 
1978. Actual coffee receipts were up only 52.2% by the end of the 
year, however, reflecting delays in payment experienced toward the 


end of the year. 





Coffee accounted for around 93% of the value of exports in 1979, 
compared to 85% in 1978, tea for just over 1% (compared to 2.8%) and 
cotton for just over 2% (compared to 6.6%). Although exports of tea 
increased by 12.6% to 1,548 tons for 1979, they represented a 
smaller percentage of exports because of the large increase in coffee 
tonnages. 

Cotton exports dropped by over 30% from 2,221 tons in 1978 to 
1,539 tons in 1979, as acreage planted decreased and cotton was re- 
served for the new textile factory which opened in June of 1980. 
Exports of minerals and hides also decreased, and these declines 
led to a net increase of only 3.9% in 1979 export volume over 1978, 
although value of all exports was 51.2% higher than in 1978. 

BALANCE OF PAYMENTS 
Burundi's Balance of Payments showed marked improvement in 1979, 


with the deficit dropping from $18.7 million at the end of 1978 to 


$10.1 million at the end of 1979. The current account balance im- 


proved both from an increase in unilateral transfers and a decrease 
in the goods and services deficit. In fact, although Burundi's trade 
deficit for 1979 was considerably worse than in 1978 ($47.6 compared 
to $28.9 million), on a settlements basis the merchandise deficit 
actually decreased from $41.4 million at the end of 1978 to $32.1 


million for 1979 as export receipts came in faster than payments on 





imports were made. The services balance deficit, however, more ti:an 
tripled for the year because of the exceptionally high transportation 
and insurance costs during the year as well as adjustments for changes 
in the rate of foreign exchange. 

The increase in unilateral transfers was due almost entirely to 
foreign assistance flows, which increased to $20.4 million in 1979 
from a level of $15.0 million in 1978. Both long-term and short-term 
capital inflows also increased, the long-term capital representing for 
the most part borrowings for the financing of development projects. 


By the end of the year, as was expected, net foreign exchange reserves 


had decreased from $69.3 million to $65.4 million, or just over five 


months' worth of imports. The Government may feel that this is too 
low a coverage for Burundi, but to improve this Burundi would have to 
cut back on imports. The debt service ratio, on the other hand, inm- 
proved from 4.8% to 3.7% im 1979. 

The 1980 coffee crop will be considerably smaller than that of 
1979, but to compensate for the anticipated drop in export earnings, 
Burundi is likely to apply to the EEC for STABEX funds. 

MONEY SUPPLY AND LIQUIDITY 

Lower coffee receipts coming in from the 1978 crop, a balance 

of payments deficit for the second year in a row, supply problems 


during the first part of the year, and delays in 1979 coffee receipts 





all resulted in a serious tightening of liquidity during 1979. M3 


grew at a rate of 20.9% during the year (M, at a rate of 23.8%), but 
GDP grew nominally by 29.2% and Government expenditures were up 36.4% 
over the previous year. Money supply had been threatening to grow 
beyond acceptable levels because of previous balance of payments 
surpluses, so the Government took steps to restrain the growth of 
money in 1979. The issuance of currency was reduced, growing by only 
7.8% over 1978, and the government reduced Treasury bond borrowings. 

The increased indebtedness of the State, which experienced a 
deficit in its ordinary budget for the first time in years, plus the 
reduced liquidity in the system, increase the level of credit (borrow- 
ings) in the economy by 43.9% by the end of the year. Bank reserves 
were non-existent at year-end, and for the first time in years banks 
finished the year in debt to the Central Bank (Banque de la Republique). 
The Treasury itself had to borrow from the commercial banking system 
as well as the Banque de la Republique. 

Thus, as in 1978, domestic credit expansion was the major source 
of the growth in the money supply. To control this growth, the 
Government raised interest rates on most types of loans by 1/2% to 
1%, but reduced rates on export-oriented loans. (Interest rates are 
still much too low to reflect the true cost of capital in Burundi, 
averaging between 6-8%). Even though deposits were up over 40% at 


the end of the year, reflecting the increased coffee receipts, most 





of this was put on deposit in the Coffee Equalization Fund. _ The 
volume of the money supply increased 15.9% compared to 1978, with 
the turnover in deposits up 26.3%. 
FOREIGN INVESTMENT POLICY 

The Government of Burundi promulgated a liberal investment code 
in 1979 which, in addition to its separate Mining Code of 1976, con- 
tains fundamental guarantees normally sought by potential investors 
with regard to repatriation of profits and proceeds from the sales 


of investments, as well as certain incentives for foreign investors. 


The latter include initial tax relief, exclusion from export duties, 


and preferential consideration in bids for public tender. Domestic 
prices, however, are monitored by the Government and in some cases 
controlled. There is a relatively free market allocation of credit, 
but demand far exceeds supply and with interest rates far below the 
true cost of capital, credit can be difficult to obtain, particularly 
if the Government starts borrowing heavily as it did in 1979. The 
major consideration for any investor, nevertheless, will be the land- 
locked position of Burundi. Its small population and relatively small 
monetized sector do not provide much of a domestic market, and trans- 
portation expenses for both imports and exports add considerably to 
their cost. But the Government has shown good faith in its dealings 
with foreign investors and continues to pursue the conservative fiscal 


and economic policies that have kept its financial house in order. 





Beginning with record coffee earnings and a new government in 
1977, Burundi created a number of both government-owned and mixed 
private-government enterprises (called 'para-etatiques") to invest 


in sectors of the economy where private investment was deemed to be 


either non-existent, inadequate, or strategic to the well-being of 


the country, such as transportation and coffee processing. To date 
the financial record of these enterprises has been poor, with the 
Government providing ever-increasing subsidies to most of them. There 
has recently been a policy decision on the part of the Government to 
actively encourage private enterprise but the Government may find it 
politically difficult to withdraw from any of these investments. And 
it may be that private entrepreneurs will prove reluctant to invest 

in sectors of the economy where, due either to the small market size, 
the lack of adequate credit availability, or potential government con- 
trols on prices, they are not guaranteed an adequate return on their 
investment. In addition, immediate employment problems might be 
created by the disbanding of government enterprises in an economy 
where there is already considerable unemployment. Nevertheless, 

there are indications that the government is exploring different 
approaches to this problem and is looking towards encouragement of 


the private sector as a potential key to the development of Burundi. 





IMPLICATIONS FOR THE UNITED STATES 

For the foreseeable future, Burundi's import needs will continue 
to be food, clothing, electrical equipment, automotive goods and parts, 
oil products, and chemical products. All of these can be provided by 
U.S. companies, and in fact the major U.S. export to Burundi is used 
clothing. At present, Burundi's main suppliers are Belgium, France, 
and Germany, but Burundi government officials have begun to express a 
desire to diversify their sources of imports and are particularly 


interested in U.S. products. The major consideration, of course, is 


Burundi's landlocked position. American goods can easily compete on 


the basis of quality, but transportation costs might make U.S. products 
uncompetitive. More important, however, would be a long term commitment 
to this market on the part of U.S. suppliers, since long lead times are 
required for shipment. 

The Embassy sees technological and quality advantages for U.S. 
suppliers in transportation and construction goods. The most obvious 
case is aircraft, with heavy construction equipment a close second. 
There is both a direct and an indirect market for the latter; a great 
deal of construction is being planned for Burundi, much of which will 
be financed through development assistance. The provision of services 
and equipment for these projects is often done on a bid basis, so that 
U.S. suppliers would do well to keep advised of international invita- 


tions to bid as potential entrees into this market. 





Consumer items would also sell quite well here, price being the 


major consideration. Investment in small, labor-intensive industries 


producing consumer items might also prove attractive, as there are 


very few currently in existence and an obvious demand for such pro- 
ducts regionally as well as in Burundi. 

From the point of view of expense, however, it would not behoove 
most American business people to come to Burundi on a marketing trip 
unless they are already in the area of Zaire, Kenya, or Tanzania. 

There is no question that there is a market for U.S. goods, albeit 
small, that is worth investigating. As the U.S. purchases around 50% 

of the Burundi coffee crop annually, there is already a well-established 
commercial relationship on which to build, and the conservative siniaiial 
ment of the economy by the government makes this one of the most stable 


and well-run economies on‘the continent. 
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L'Economie Burundaise en 1979, Ministry of Plan, Re- 
public of Burundi. 
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State Department Cost of Living Surveys as published by the 
Department of Labor. 
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